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March 21, 2006 

Ms. Jennifer J. Johnson, Secretary 
Board of Governors of the Federal Reserve System 
20th Street and Constitution Avenue, N.W. 
Washington, D.C. 20551 

Re: Docket No. OP-1248; Proposed Guidance on Concentrations in Commercial Real Estate 
Lending, Sound Risk Management Practices 

Dear Ms. Johnson: 

We appreciate this opportunity to comment on the federal regulatory agencies' proposed 
interagency guidance regarding concentrations in commercial real estate lending ("the proposed 
CRE Guidance"). As explained below, we urge the agencies to reconsider the need for the 
proposed CRE Guidance. We feel that the proposed CRE Guidance is an overly broad regulation 
that assumes all financial institutions are alike. As drafted, it will be an imposition that will 
unnecessarily impact financial institutions that do not share the same commercial real estate 
lending risk factors as other financial institutions. 

Commercial real estate is very important to the lending programs of many community bankers 
including our institution and has become a major contributor to profitable growth and the 
strengthening of our local economy. Not all banks, not all communities, and not all geographic 
sectors of the United States experience the same level of risk and "cyclical" peril with respect to 
commercial real estate loan portfolios. Our community tends to be fairly stable without large 
swings in the economy and corresponding property values. Imposing new standards, with the 
corresponding costs and diversion of resources, on financial institutions, that have historically 
managed their commercial real estate lending practices in a safe and sound manner with 
insignificant levels of loan losses is neither necessary nor in the interests of the banks and their 
communities. 

We do not object to the concept addressed in the proposed CRE Guidance that the bank's board of 
directors should be informed of relevant commercial real estate trends and lending factors and 
should exercise oversight with respect to the commercial real estate lending strategy and policies 
of the bank. Furthermore, the proposed CRE Guidance makes references to guidelines or 
regulations that are already in effect (e.g., the reference to compliance with existing real estate 
appraisal regulations). We would certainly expect that financial institutions would abide by 
existing laws, regulations and prudent banking guidelines affecting commercial real estate 
lending. 
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However, the detail with respect to strategic planning, loan underwriting, monitoring of 
commercial real estate loans, usage of management information system technology, and stress 
testing to assess and monitor either individual loans or risks to broader loan portfolios introduces 
new and unnecessary burdens for banks that are not experiencing, and have not experienced, 
significant problems in their commercial real estate lending activities. 

Finally, the result of the proposed CRE Guidance may be to make commercial real estate loans 
less available to businesses or to prospective businesses in some markets that are not over-
banked. If a bank begins to restrict its commercial real estate lending activities out of fear that it 
may incur additional costs or diversion of resources due to the concentration levels contemplated 
by the proposed CRE Guidance, then the bank may make such credit less available in its 
community. That, in turn, benefits neither the bank, the commercial loan applicant, or the 
community. 

Finally, any requirement for an institution to hold extra capital should be imposed by regulation 
in the "risk based capital" rules currently being considered by the Agencies and not by this 
proposed Agency guideline. 

Thank you for the opportunity to provide these comments. 

Sincerely, 

Randy Waldron signature 

Randy Waldron 
Vice President 


